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The rapid upswing in world trade in the
latter part of 1954 and early months of 1955
was followed by a leveling off. During
the spring and summer several important
countries reduced their external purchases,
relieving strains that had developed in the
balance of payments. After midyear, how-
ever, there were signs of renewed expansion
in world trade, but at a more moderate pace
than before.
Underlying these developments was a
rapid increase in world industrial production
between mid-1954 and mid-1955. The con-
junction of rising demand in this country
and abroad put severe strain on supplies of
some industrial materials. World prices of
some basic commodities rose sharply, espe-
cially those of metals and rubber. On the
other hand, prices of coffee, cocoa, and tea
underwent large downward readjustments
in the latter part of 1954 or early 1955, fol-
lowing steep increases earlier.
General price levels had not risen much
by mid-1955 in the majority of industrial
countries, despite the pressure of demand
upon supplies of materials and of labor.
Advances in wage rates were accompanied
by gains in man-hour productivity. World
supplies of agricultural products were gen-
erally ample, and on the average their prices
declined. Timely action of central banks
and governments in many countries kept
expansion of money within moderate bounds.
Nevertheless, in recent months the pressures
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NOTE.—Seasonally adjusted, quarterly data, OEEC index
for Western Europe, Federal Reserve index for U. S., and an
index for other countries derived from United Nations indexes
and seasonally adjusted by Federal Reserve; U. N. weights
used in combining. "Other countries" exclude U.S.S.R., East-
ern Europe, and China Mainland. Latest figures shown are for
second quarter of 1955.
of demand have been very strong in certain
fields of activity, especially in those related
to the production of investment goods and
consumer durables.
Demand for imports, both in the indus-
trialized countries and in countries that are
large exporters of primary materials, was
strongly stimulated in 1954-55 by expanding
economic activity and by gains in real in-
come* In these circumstances, the positive
measures of credit restraint adopted in a
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number of countries, including several Euro-
pean nations, helped to maintain balance in
the external transactions of the countries
concerned. Such measures helped to mod-
erate the increase in demand not only for
imports, but also for domestic resources
usable in exports.
More generally, credit restraint in all ma-
jor industrial nations, including the United
States, has helped to maintain general price
stability and so to moderate the swings in
the value of world trade. There are very
few signs of emergence of such serious
balance-of-payments difficulties as those that
followed the worldwide inflation of 1950-51.
United States exports in 1954-55 rose
closely in line with aggregate world trade.
With some lag, due partly to foreign condi-
tions of supply and demand, United States
imports also rose.
The balance of payments of the United
States, including merchandise trade and all
other transactions, involved transfers of
1.5 billion dollars of gold and liquid dollar
assets to other countries between mid-1954
and mid-1955. Within the period, there
were important variations in nontrade trans-
actions, including a diminution in the out-
flow of capital at the beginning of 1955 and
an increase in Government payments for
military expenditures, grants, and loans. In
June 1955, and also in July and August, addi-
tions to foreign gold and dollar assets
through United States transactions were at
a considerably slower rate than in preced-
ing months. There was no corresponding
change at that time in the balance of trade.
WORLD EXPORTS
After rising at an annual rate of about 7
per cent in volume and 5 per cent in value
during 1953 and the first half of 1954, world
trade increased at an accelerated pace after
the summer of 1954. World averages of
metal and fuel prices started to rise at that
time, and after the beginning of 1955 prices
of other raw materials and of manufactured
products in world trade also moved up some-
what. For internationally traded foodstuffs,
especially the beverage commodities, the
price movement was downward through
most of the 1954-55 period.
The advance in exports continued into the
first quarter of 1955, as is indicated in the
chart by the less than seasonal decline from
the preceding quarter. From about Febru-
ary until May there was some easing in
sensitive commodity markets and some
slackening in the volume of world trade.
This slackening—shown in the export chart
as a less than seasonal rise in the second
quarter—was most marked in British buying.
New price rises and a pickup in buying oc-
curred in the summer, followed again by
some easing in sensitive markets in Sep-
tember. Thus, the trend of world trade
through this summer can be described as ris-
ing gradually after the earlier sharp advance.
WORLD EXPORTS
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NOTE.—Current value from International Monetary Fund
International Financial Statistics, excluding U. S. military
shipments under aid programs. Value at 1953 prices derived
using United Nations world-export unit-value index. For
second quarter of 1955, figures include Federal Reserve esti-
mates for about 12 per cent of world exports.
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In the first half of 1955 the value of world
exports was about 9 per cent greater than a
year before, and the volume at constant
prices about 10 per cent larger. Most indus-
trial countries in Western Europe and North
America had increases about equal to, or a
little above, the world average. Increases
in the value of exports were most marked in
a few European countries, including Ger-
many , France, and Belgium; in Japan and
Mexico, where there had been brief reces-
sions in the first part of 1954; in countries
such as Malaya and Chile, leading exporters
respectively of rubber and copper; and in
the oil-producing countries of the Middle
East. Significant decreases were few, but
severe declines were experienced by Brazil
and Colombia, the major exporters of coffee,
and also by Egypt, an exporter of cotton.
IMPORTS AND THE BALANCE OF PAYMENTS
While international trade as a whole ex-
panded markedly in 1954-55, imports in-
creased at varying rates in different coun-
tries, depending in part on internal economic
forces and on national policies. In some
countries, strains developed in the balance
of payments. By mid-1955, however, these
strains had been relieved in a number of
instances.
Western Europe. Much of the impetus
for expansion of world trade proceeded from
the steady advance in economic activity in
Western Europe, where for two years in suc-
cession industrial production rose 9 per cent
from the second quarter of one year to the
second quarter of the next.
The average increase in imports of West-
ern European countries was 15 per cent from
the first half of 1954 to the first half of
1955. For Germany the increase was nearly
one-third. In Germany, and also in France,
Belgium^ and Switzerland, the enlargement
of imports went forward without difficulty
because monetary reserves were large and
continued to grow as exports also rose.
French and German reserves increased
markedly in 1954-55. The 800 million dol-
lar gain in French official holdings of gold
and foreign exchange (net of debt to the
European Payments Union) reflected large
United States grants and expenditures re-
lated to military programs, a French sur-
plus in EPU payments, and perhaps some
private dishoarding of gold within France.
In several European countries, including
Great Britain, the Netherlands, the Scandi-
navian countries, and Austria, the pressure
of internal demand upon the available re-
sources of materials and labor led to ex-
ceptionally rapid increases in imports toward
the end of 1954, continuing into the first
few months of 1955 in Britain, Sweden, and
Austria. Except in the Netherlands, where
earlier gains had restored the country's gold
and dollars reserves to a satisfactory position,
the sharp expansion of imports was regarded
as a symptom of inflationary developments,
and measures were accordingly taken by the
central banks to moderate the expansion of
bank credit. In Denmark and Sweden cer-
tain taxes were increased, and in all the
Scandinavian countries other measures were
taken to hold down internal expenditures
for investment purposes, including construc-
tion of housing.
In contrast to previous postwar occasions
when balance-of-payments difficulties arose,
Great Britain and most of the other Euro-
pean countries affected took no new steps
to restrict imports directly through foreign
exchange controls; on the contrary, the
general movement toward establishment of
conditions for convertibility of currencies
continued to influence actions of the gov-
ernments.
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Partly as a result of the tightening of
credit and other measures affecting internal
demand, imports of these countries leveled
off in the first half of 1955. By the summer—
with the help of improvement in exports or,
in the case of Norway, of large earnings
from shipping—a fair degree of balance was
restored in the payments of each of the con-
tinental countries.
In the United Kingdom main reliance for
moderating the rise in demand was put on
a restrictive monetary policy, in force since
February. The drop in British imports in
the second quarter was accentuated by a
dock strike in June. Imports were larger
again in July and August, and for the first
eight months of the year they were 16 per
cent above those of the corresponding
period of 1954, while exports were up only
5 per cent. In September imports were
significantly lower than in July-August,
while the flow of exports was well main-
tained.
From mid-1954 to mid-1955, the official
gold and dollar reserves of the United King-
dom declined 340 million dollars, and there
was a further drop of 330 million in the
third quarter of 1955. These losses, rela-
tively small compared to the drain of more
than 2 billion dollars in 1951-52, followed
steady gains from mid-1952 to mid-1954.
Apart from repayments of about 230 mil-
lion on dollar debts previously incurred to
the International Monetary Fund and the
European Payments Union, important fac-
tors in the reversal of earlier reserve gains
were an increase in British imports of agri-
cultural products, coal, and industrial mate-
rials, especially from the United States and
Canada, and a worsening of the trade bal-
ance with Europe. Although the dollar
earnings of British dependencies were larger
in the twelve months to mid-1955 than in
the preceding period, transactions of some of
the independent sterling-area countries with
the dollar area and Europe added to the
drain on British reserves.
An adverse movement of short-term cap-
ital developed in the summer, necessitating
additional dollar payments to EPU« After
mid-September 1955 there were signs that
the movement of funds out of sterling was
diminishing.
Other areas. Outside Europe, expansion
of exports and gains in national income in
1954-55 induced corresponding increases in
imports in many countries, as, for example,
in Canada, Venezuela, and Malaya. A sharp
rise in Japaiiese exports in the last half of
1954, which served to check the internal
business recession that had developed in the
first half of that year, led to a recovery of
Japanese imports in the first half of 1955.
With export receipts at a postwar high and
United States military expenditures in Japan
continuing, Japan's reserve position im-
proved despite this rise in imports.
In India, where a 13 per cent advance in
industrial production in the course of 1954
was followed by a slower rise in the first half
of 1955, a strong upswing in imports stopped
in the spring. In South Africa, also, second-
quarter imports were below the first-quarter
peak. At mid-1955 the gold and foreign
exchange reserves of both these countries
were little changed from a year before.
In a few of the countries that had rising
exports and gains in reserves, imports never-
theless did not rise in 1954-55. In Indonesia,
for example, imports continued to decline
until the end of 1954 as the result of direct
controls on imports, adopted to counter the
effects on the balance of payments of infla-
tionary financing of government deficits
over several years. In Mexico, the change
of par value for the peso in April 1954
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served to hold imports in check during
1954-55. In Ceylon, direct controls on im-
ports were backed up by anti-inflationary
tax and credit policies and by conservative
spending practices of the tea companies.
New Zealand lost reserves in 1954-55, in con-
sequence of inflationary pressures that de-
veloped the year before; its exports were rela-
tively stable, and measures of credit restraint
were used to check the rise in imports.
There were very few instances of balance-
of-payments deficits being aggravated by a
rise in imports continuing through the first
half of 1955. This was the situation, how-
ever, in Australia, where the expansion of
imports reflected internal inflationary pres-
sures. The recovery in wool export prices for
several months after November 1954 helped
temporarily to alleviate the Australian diffi-
culties, but imports continued to rise despite
tightening of direct controls. At the end of
September, when further cuts in licenses
were announced, financial policies in Aus-
tralia were also made more restrictive.
Somewhat similar problems faced the two
leading producers of coffee, Brazil and Co-
lombia. Both had to cope with the effects
of inflated internal demand upon imports,
and with reserve losses occasioned by large
imports and by sharp declines in the value
of coffee exports. There was little further
expansion of bank credit to private borrowers
in Brazil between September 1954 and mid-
1955, but credit to the government increased
in both countries, and demand for imports
remained high. Colombia, using measures
of exchange rate management that made
imports more expensive in the domestic cur-
rency, halted the rise in its imports but failed
to bring them down. More drastic exchange
control measures, also involving selective de-
preciation of exchange rates, brought about
a severe contraction of Brazilian imports.
Summary. In their aggregate impact upon
world exports, the declines in purchases that
were reflected in lower imports by some
countries—by Brazil after September 1954,
by the Netherlands and Denmark after the
beginning of 1955, and by Sweden, Norway,
and India after March — partially counter-
balanced the further growth of imports in
some other countries, as illustrated in the
chart. The easing off in British purchases
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NOTE.—International Monetary Fund quarterly data on c.i.f.
basis (partly estimated for U. S., Canada, and Australia).
U. S. imports shown here differ from data used elsewhere
because of inclusion of estimated freight and insurance for
comparability with other countries. Latest figures plotted
(except for Brazil) are for July-August 1955, converted to
dollars and adjusted to c.i.f. basis by Federal Reserve. Group-
ing of countries is designed to show divergent changes in 1955;
trends before 1955 as shown by group totals are not necessarily
characteristic of each country included. In reading the chart
allowance should be made for seasonal variation.
in the spring, even though not extended into
the summer, contributed decisively to halt-
ing the earlier sharp upswing in the value
of world trade.
Insofar as the halting of expansion in im-
ports—and their reduction in some countries
—was accomplished or accompanied by
measures designed to restore equilibrium in
the internal as well as in the international
financial positions of the countries concerned,
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the longer-run effect will be to help main-
tain a sound structure of world production
and trade, capable of steady growth.
UNITED STATES BALANCE OF PAYMENTS
United States export sales responded to
the accelerated advance in world expendi-
tures after the summer of 1954. With ex-
ports reaching a very high level by the spring
of 1955, further additions to foreign reserves
of gold and dollars were nevertheless made
possible by increases in United States Gov-
ernment payments for military expenditures,
grants, and loans, and by expansion of
United States purchases of imports.
Exports. Exports rose markedly after Sep-
tember 1954, and the sharp advance con-
tinued, with seasonal fluctuations, into the
first quarter of 1955. In the second quarter
exports rose less than usual. The seasonal
slackening in July and August, however, was
somewhat less than normal.
Unusually tight European supply positions
for certain materials had a large influence
in the expansion of United States exports.
Well over a third of the 1.3 billion dollar
increase in the annual rate of exports—from
12.7 billion dollars in the first half of 1954
to 14 billion in the first half of 1955—was
due to a 50 per cent increase in exports of
steel (including scrap), coal, paper, and pulp.
The rise in exports was heavily weighted
with large increases in exports to the United
Kingdom, to the continental European coun-
tries, and to sterling-area countries outside
Europe. In contrast, the rise in exports to
most Latin American countries was only
moderate, and there was a sharp fall in ex-
ports to Brazil.
In the second quarter of 1955, exports to
Britain, Australia, and India, and to most of
the countries of continental Europe, were
not so large as in the first quarter. Exports
to Canada, however, recovered rapidly in
the spring.
Gold and dollar movements. In the 12
months from mid-1954 to mid-1955, net sales
of gold by the United States to other coun-
tries were 300 million dollars, and the rest
of the world added 1.2 billion dollars to its
holdings of short-term dollar assets and
United States 'Government securities. The
net transfer of 1.5 billion dollars in gold and
dollars represented the excess of payments
made from the United States on all current
and capital transactions over payments made
to the United States.
With other additions to foreign official
gold reserves of 600 million dollars from new
production and other sources, total gold re-
serves and dollar holdings outside the United
States (excluding the U.S.S.R.) rose 2.1 bil-
lion dollars. Gains in holdings of Germany
and France were relatively large. Official
and private holdings of the United Kingdom
declined 400 million dollars. Aggregate
holdings of all other countries and of inter-
national institutions increased by 6 per cent
of their total at June 30, 1954.
Apart from the increase in liquid dollar
assets referred to above, foreign investment
in the United States through transactions in
private securities and direct investment was
about 300 million dollars.
Capital movements, grants, and military
expenditures. To pay 18.6 billion dollars for
United States goods and services (including
payments of interest and dividends) and to
add 1.5 billion to their gold and liquid dollar
assets and 300 million dollars to their invest-
ments in the United States, other countries
obtained payments from the United States
aggregating 20.4 billion dollars. As in ear-
lier years, a part of these payments came
from United States Government grants and
military expenditures abroad.
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Grants (exclusive of transfers of military
supplies and services) amounted to 1.9 bil-
lion dollars. A considerable part of the 1.0
billion of grants to Europe went to France,
where military expenditures were also siz-
able. Military expenditures totaled 2.7 bil-
lion dollars, of which 1.6 billion was spent
in Europe. This included payments on off-
shore procurement contracts for military
goods to be transferred to foreign use as well
as other military purchases and local ex-
penditures by troops from their pay.
A third source of funds to cover the value
of United States exports was a net increase
of 200 million dollars in United States Gov-
ernment claims on foreign countries. Much
of this was in the form of local currencies
taken in special sales of agricultural products.
These three types of funds came to a total
of 27 billion dollars in the first half of 1955,
as the table shows, compared with 2.1 bil-
lion in the preceding half year. This in-
crease in 1955 helped make it possible for
foreign countries to continue adding to their
reserves while purchasing more heavily from
the United States. The increase in United
States imports discussed below had the same
effect. Direct investment abroad of private
American capital was a fairly steady source
of finance, amounting to nearly 350 million
dollars in each half year.
Fluctuations in the outflow of United
States private short-term and portfolio capi-
tal, on the other hand, were such as to pro-
vide about 600 million dollars of additional
funds in the second half of 1954, when ex-
ports were rising rapidly, but only a negli-
gible amount in the subsequent period.
This outflow in the first period included
350 million dollars to Latin American coun-
tries, 80 million to continental European
countries, and 140 million to Great Britain
UNITED STATES BALANCE OF PAYMENTS
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1 Excluding military transfers under aid programs.
2Short-term assets and U. S. Government long-term securities.
NOTE.—Based on Department of Commerce data. Details may not add to totals because of rounding. The balance on goods, serv-
ices, and remittances, derived from the first, ninth, and last two lines of figures, was .93 billion dollars in July-Dec. 1954 and .71 billion
in Jan.-June 1955.
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and other sterling-area countries, besides out-
flows to certain other regions. In the first
half of 1955 there were outflows in some
directions, but withdrawals of over 80 mil-
lion dollars from sterling-area countries. In
both periods redemptions of Canadian securi-
ties exceeded new issues in this country.
United States imports. The major source
of funds for foreign purchases from the
United States consists of payments from this
country for nonmilitary purchases of mer-
chandise imports and services, and for re-
mittances and pensions. Such payments
totaled 6.9 billion dollars in each half of
1954 and 7.4 billion in the first half of 1955.
There was a significant increase in tourist
expenditures, but most of the increase was
for imports of goods.
Recovery in imports of goods after the
1953-54 recession began in the second quar-
ter of 1954, but was interrupted in the sum-
mer. From October 1954 to March 1955
there was a sharp increase.
Coffee fell in price and the physical vol-
ume of coffee imports was abnormally low
from the summer of 1954 to the spring of
1955 while roasters were reducing their in-
ventories. For most metals, the recovery
in imports after October was limited by the
pressure of foreign demand on available
supplies. Among the commodities the im-
ports of which increased to record or near-
record levels were petroleum, newsprint,
lumber, and iron ore.
In the six months March-August 1955, im-
ports were valued at 5.7 billion dollars, 8 per
cent higher than in the corresponding period
of 1954. After allowance for price changes,
the volume of imports was up about 10 per
cent from the 1954 period, and within 1 per
cent of the quantity in March-August 1953.
A significant development of the last sev-
eral years has been a fairly steady advance
in imports of finished manufactures. While
the relationship of total imports to gross na-
tional product remains considerably lower
than in the 1920's, the proportion of finished
manufactures within total imports, shown
in the upper half of the chart, has risen
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NOTE.—Department of Commerce data for total imports and
for imports of finished manufactures adjusted to exclude burlap
and newsprint, and for gross national product 1929-55. Break
in 1929 in lower panel indicates change in basis of estimating
gross national product. Latest figures plotted are for first half
of 1955.
steadily since 1950. Recently this propor-
tion has been about equal to that of 1926-27.
The value of these imports (according to
the classification used in the chart) increased
from 960 million dollars in 1950 to an an-
nual rate of 1,800 million in the first half
of 1955. Of the 1954 total of 1,530 million,
870 million dollars represented purchases
from Europe. The rise in foreign sales of
manufactures to this country has played an
important role in the postwar restoration of
international balance.
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